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;
TO ALL PARTIES :

Enclose d ple a se  find the  re comme nda tion of Adminis tra tive  La w Judge  Dwight D.
Nodes . The  recommenda tion has  been filed in the  form of an Opinion and Order on:

TONTO VILLAGE WATER COMP ANY, INC
(RATE INCREAS E)

Pursuant to A.A.C. R14-3-l10(B), you may tile  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

SEPTEMBER 13, 2007

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

SEPTEMBER 18, 2007 AND SEPTEMBER 19, 2007

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602) 542-4250. For information about the Open Meeting, contact the
Executive Director's Office at (602) 542-3931.

4
BRIA c .  Mc  E lL

EXECUTIVE DIRECTOR
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

IN THE MATTER OF APPLICATION OF TONTO
VILLAGE WATER COMPANY, INC. FOR A
R.ATE INCREASE.

DOCKET NO. W-01580A-04-0672

DECISION no.

SUPPLEMENTAL
OPINION AND ORDER

February 12, 2007

P hoe nix, Arizona

Dwight D. Node s

Mike Gleason, Chairman
Kristin K. Mayes, Commissioner

Mr. Ronald D. Standage, on behalf of Applicant, and

Ms. Robin Mitchell, Staff Attorney, Legal Division, on
behalf o f t he  Ut ilit ies  Divis io n o f t he  Ar izo na
Corporation Commission.
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11 DATE OF HEARING:

12  P LACE OF HEARING:

13 ADMINIS TRATIVE LAW J UDGE:

1 4  IN ATTE NDANC E :

15 AP P EARANCES :
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19 On Augus t 17, 2005, the  Arizona  Corpora tion Commiss ion ("Commiss ion") is sue d De cis ion

20 No. 68066 which gra nte d Tonto Villa ge  Wa te r Compa ny, Inc. ("Tonto Villa ge " or "Compa ny") a  ra te

21 incre a s e  conditione d upon ce rta in filing re quire me nts . S pe cifica lly, Tonto Villa ge  wa s  orde re d to

22 "imme dia te ly fix the  le a ka ge  found on the  pre s sure  ta nk a nd the  34,000 ga llon s tora ge  ta nk a t We ll

23 s ite  No. 2, a nd file  docume nta tion with Docke t Control within 30 da ys  of this  De cis ion showing tha t

24 the  le a ka ge  ha s  be e n re pa ire d." Tonto Villa ge  wa s  a ls o dire cte d to "ins ta ll its  pla nne d ne w wa te r

25 s ource  by J une  30, 2006 a nd file  a  copy of its  Arizona  De pa rtme nt of Environme nta l Qua lity

26 ("ADEQ") Approva l of Cons truction with Docke t Control by J une  30, 2006."

27 On J uly 10, 2006, Tonto Villa ge  file d copie s  of photogra phs  tha t purport to s how tha t the

28 repa irs  to leaks  in the  pre ssure  and s torage  tanks  had been made . The  Company a lso filed a  reques t

B Y T HE C O MMIS S IO N:
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1 for a  one -yea r extens ion of time  to comply with the  requirement tha t it ins ta ll a  new wa te r source  by

2 June  30, 2006. Tonto Village  s ta ted tha t it la cked financia l re source s  to mee t the  deadline  for adding

3 a  ne w wa te r s ource , but tha t it inte nds  to s e e k WIFA fina ncing for the  proje ct, a nd file  a  ne w ra te

4 case  in 2007 "to become profitable  and be  able  to repay the  loan a rranged through WIFA."

5 O n  No ve mb e r 1 7 ,  2 0 0 6 ,  th e  Co mmis s io n 's  Utilitie s  Divis io n  S ta ff ("S ta flf") file d  a

6 Me mora ndum re comme nding tha t Tonto Villa ge  be  gra nte d a n e xte ns ion of time , until April 30,

7  2008, to  ins ta ll its  p la mie d ne w wa te r s ource , a nd tha t the  Compa ny be  re quire d  to  file  a  ra te

8 a pplica tion, us ing a  2006 te s t ye a r, by no la te r tha n Ma rch 31, 2007. S ta ff indica ted tha t, based on

9 discuss ions  with the  Compa ny's  pre s ide nt a nd ge ne ra l ma na ge r, the  re que s te d one -ye a r e xte ns ion

10 wa s  no longe r a  sufficie nt a motuit of time  to re ce ive  ra te  re lie f a nd comple te  the  re quire d work. S ta ff

11 re comme nde d tha t Tonto Villa ge  be  re quire d file  with its  ra te  a pplica tion, a  fina ncing a pplica tion to

12 obta in Commis s ion a pprova l for a  Wa te r Infra s tructure  Fina nce  Authority ("WIFA") loa n for the

13 planned new wa te r source . S ta ff furthe r recommended tha t no additiona l time  extens ions  be  granted

14 in these matters .

15 On December 4, 2006, Cha irman Gleason filed a  le tte r in the  docke t requesting tha t a  hearing

16 be  sche dule d to re quire  a  re pre se nta tive  of the  Compa ny to e xpla in why it ha d fa ile d to comply with

17 the  Commis s ion's  prior Orde r.

18 On Ja nua ry 19, 2007, a  P roce dura l Orde r wa s  is sue d sche duling a  he a ring for Fe brua ry 5,

19 2007.

20 On Janua ry 23, 2007, a  P rocedura l Orde r was  is sued re scheduling the  hea ring for Februa ry

21 12, 2007, due  to a  scheduling conflict.

22 The  he a ring  wa s  he ld , a s  s che dule d , on  Fe brua ry 12 , 2007, be fore  a  duly a uthorize d

23 Adminis tra tive  Law Judge . At the  conclus ion of the  hea ring, the  ma tte r was  taken unde r advisement

24 pending issuance  of a  Recommended Opinion and Order.

*25

26 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

27 Commission finds, concludes, and orders  tha t:

28

* * * * * * * *
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FINDING S  O F FACT1

2 On August 17, 2005, the  Commiss ion issued Decis ion No. 68066 which granted Tonto

3 Villa ge  a  ra te  incre a se  conditione d upon ce rta in filing re quire me nts . Spe cifica lly, die  Compa ny wa s

4 ordered to "immedia te ly fix the  leakage  found on the  pressure  tank and the  34,000 ga llon s torage  tank

5 a t We ll s ite  No. 2 , a nd file  docume nta tion with Docke t Control within 30 da ys  of this  De cis ion

6 showing tha t the  le a ka ge  ha s  be e n re pa ire d." Tonto Villa ge  wa s  a lso dire cte d to "ins ta ll its  pla nne d

7 ne w wa te r s ource  by J une  30, 2006 a nd file  a  copy of its  ADEQ Approva l of Cons truction with

8 Docke t Control by J une  30, 2006."

9 2. On July 10, 2006, Tonto Villa ge  file d copie s  of photogra phs  purporting to show tha t

10 the  re pa irs  to le a ks  in the  pre s s ure  a nd s tora ge  ta nks  ha d be e n ma de . The  Compa ny a ls o file d a

l l re que s t for a  one -ye a r e xte ns ion of time  to comply with the  re quire me nt tha t it ins ta ll a  ne w wa te r

12 source  by June  30, 2006. Tonto Village  s ta ted tha t it lacked financia l re sources  to mee t the  deadline

13 for a dding a  ne w wa te r source , but tha t it inte nds  to se e k WIFA fina ncing for the  proje ct, a nd file  a

14 new ra te  case  in 2007 "to become profitable  and be  able  to repay the  loan a rranged through WIFA."

15 3. On November 17, 2006, S ta ff tiled a  Memorandum recommending tha t Tonto Village

16 be  granted an extens ion of time , until April 30, 2008, to ins ta ll its  planned new wa te r source , and tha t

17 the  Company be  required to file  a  ra te  applica tion, us ing a  2006 te s t yea r, by no la te r than March 31,

18 2007. S ta ff indica ted tha t, based on discuss ions  with the  Company's  pres ident and genera l manager,

19 the  reques ted one -yea r extens ion was  no longe r a  sufficient amount of time  to rece ive  ra te  re lie f and

20 comple te  the  re quire d work. S ta ff re comme nde d tha t Tonto Villa ge  be  re quire d file  with its  ra te

21 a pplica tion, a  fina ncing a pplica tion to obta in Commiss ion a pprova l for a  WIFA loa n for the  pla nne d

22 new wa te r source . S ta ff furthe r re commended tha t no additiona l time  extens ions  be  granted in the se

23 matte rs .

24 4. A he a ring wa s  conducte d on Fe brua ry 12, 2007, a t which time  Rona ld S ta nda ge

25 a ppe a re d on be ha lf of the  Compa ny a nd offe re d sworn te s timony. Whe n a ske d why the  Compa ny

26 fa ile d to comply with the  30-da y re pa ir de a dline  s e t forth in the  Commiss ion's  Orde r, Mr. S ta nda ge

27 te s tifie d  tha t "ba s ica lly I d idn 't ge t a round to  it" (Tr. 7). He  we nt on to  e xpla in  tha t, a lthough a

28 le a king valve on the  tank was  repa ired in September [2005], he  had to wa it to find a  we lde r to repa ir

1 .
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1 the  pre ssure  tank leak, which was  accomplished in Janua ry [2006] (Id.). However, he  did not submit

2 the  re quire d complia nce  filing until July 10, 2006.

3 5. With re spect to the  requirement tha t Tonto Village  ins ta ll a  new wa te r source  and tile

4 its  ADEQ Approva l of Cons truction by J une  30, 2006, Mr. S ta nda ge  s ta te d tha t "we  don't ha ve  the

5 mone y to pa y for the  e ngine e ring to put in a  ne w we ll" (Tr. 8). According to Mr. S ta nda ge , a  ne w

6 we ll is  e s tima te d to cos t a pproxima te ly $35,000, with a n a dditiona l $1,500 re quire d for pre limina ry

7 e ng ine e ring  be fo re  the  Compa ny cou ld  ob ta in  the  re qu ire d  ADEQ a pprova l to  comme nce

8 cons truction (Tr. 8-9). He  indica ted tha t, even with the  ra te  increase  approved in 2005, Tonto Village

9 ha s  re ve nue s  of only $41,000 pe r ye a r, but ha s  e xpe ns e s  of $48,000 pe r ye a r, with the  diffe re nce

10 be ing cove re d through loa ns  from his  fa mily to the  Compa ny (Tr. 9).

l l 6. Mr. S tandage  te s tified tha t the  Company was  founded, and has  been opera ted by, the

12 S ta nda ge  fa mily for a pproxima te ly 50 ye a rs . Tonto  Villa ge  curre ntly ha s  a pproxima te ly 190

13 cus tome rs . S ince  his  fa the r's  de a th in 1993, he  a nd his  s is te r ha ve  supe rvise d the  fina nce s  of the

14 Company (Tr. 10-13). The  Company ha s  an ope ra tor who live s  in S ta r Va lley and who is  re spons ible

15 for mainta ining the  we lls  and chlorina tors , and responding to cus tomers  (Tr. 31-32).

16 7. In re sponse  to Cha irman Gleason's  ques tions  about the  importance  of complying with

17 Commiss ion Orde rs , Mr. S ta nda ge  cla ims  he  wa s  not inte ntiona lly trying to dis re ga rd the  Orde r, but

18 he  "wa s  trying to ba la nce  a ll the ba lls  in the  a ir a nd unfortuna te ly tha t one  fe ll through" (Tr.

19 16). Mr. S tandage  conceded tha t he  was remiss  in not submitting the  pressure  tank repa ir compliance

20 filing within the  time fra me  e s ta blishe d by the  Commis s ion (Tr. 17). Mr. S ta nda ge  a lso te s tifie d tha t

21 it is  s ome time s  difficult to provide  a n a de qua te  s upply during the  s umme r months  whe n us a ge

22 increases , and tha t many of the  wa te r lines  a re  old and in need of repa ir or replacement (Tr. 19-21).

23 8. Mr. S ta nda ge  a gre e d to se e k fina ncia l a s s is ta nce  from WIFA for drilling the  we ll tha t

24 wa s  re quire d by the  Commiss ion's  prior Orde r, but he  would ne e d to ge t ADEQ a pprova l of the  we ll

25 pla ns  prior to a pproa ching WIFA (Tr. 25-27). He  a ls o indica te d tha t he  wa s  a tte mpting to find a n

26 exis ting wa te r company tha t would be  willing to buy Tonto Village  (Tr. 27) .

27 9. At the  conclus ion of the  he a ring, Mr. S ta nda ge  indica te d tha t he  wa s  willing to work

28 with  S ta ff re ga rding WIFA a s s is ta nce , a nd othe r ma tte rs  re la te d  to  ongoing complia nce  with

4
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CO NCLUS ICNS  O F LAW

1 Commiss ion Orde rs  (Tr. 39-42).

2

3 1. Tonto Village  Wate r Company, Inc. is  a  public se rvice  corpora tion within the  meaning

5 2. The  Commis s ion ha s  juris diction ove r the  Compa ny a nd the  s ubje ct ma tte r of the

6 applica tion.

7 3, The  Commis s ion ha s  a uthority to e nforce  complia nce  with its  Orde rs  purs ua nt to

8

9

10 IT IS  THEREFORE ORDERED tha t Tonto Villa ge  Wa te r Compa ny, Inc., sha ll be  gra nte d a n

l l e xte ns ion of time , until April 30, 2008, to ins ta ll its  pla nne d ne w wa te r s ource  in a ccorda nce  with

12 De cis ion no. 68066. The  Compa ny s ha ll,  by April 30 , 2008 , file  with  Docke t Con tro l,  a s  a

13 compliance  item in this  docke t, a  copy of its  ADEQ Approva l of Cons truction.

14 IT IS  FURTHER ORDERED tha t Tonto  Villa ge  Wa te r Compa ny, Inc .,  s ha ll tile  a  ra te

15 applica tion, using a  2006 test year, by no la ter than December 3 l , 2007.

16 IT IS  FURTHER ORDERED tha t Tonto Villa ge  Wa te r Compa ny, Inc., s ha ll file  with its  ra te

17 a pplica tion, a  fina ncing a pplica tion to obta in Commiss ion a pprova l for a  WIFA loa n for the  pla nne d

18 ne w wa te r s ource .

19 IT IS  F UR THE R  O R DE R E D th a t To n to  Villa g e  W a te r C o m p a n y,  In c . ,  s h a ll wo rk

20 coope ra tive ly with  Commis s ion  S ta ff to  s e cure  the  re quire d  ne w wa te r s ource  a pprova ls  a nd

21 financing, and with respect to the  ra te  applica tion required here inabove .

22

2 3 I , |

24 » U .

25 » » I

26 0 I 0

2 8

ORDER
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COMMIS S IONER COMMIS S IONER

IN WITNESS WHEREOF, I, DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2007.

1 IT IS  FURTHER URDERED tha t fa ilure  to comply with the  re quire me nts  s e t forth he re in

2  ma y re s u lt in  pe na ltie s  fo r non-complia nce , is s ua nce  of a n  Orde r to  S how Ca us e , a nd  o the r

3 appropriate  remedial measures necessary to ensure  compliance.

4 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

5 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

6 .
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1 0  C O MMIS S IO NE R
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21 DIS S ENT
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27

28

DEAN s. MILLER
INTERIM EXECUTIVE DIRECTOR
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1 SERVICE LIST FOR:

2 DOCKET NO.:
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TONTO VILLAGE WTER COMPANY, INC.

W-01580A-04-0672

Ronald D. Standage
TONTO VILLAGE WATER COMP ANY, INC.
P .O. Box 9116
Me s a , AZ 85214

6 Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007
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Ernest G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington
P hoe nix, AZ 85007
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